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REPLY 10:

25X1A HG Bastern District
Auiitor General

Lﬁaim OfTice
Waahington, D. C.

T Janwayry 1959
SURBJECT: Report on Price Redeterminmation Audlt
The Perkin-Elmer Corporation
Inamlk, Comecticut |
1 Novesber 1957 to 26 September 1950
Contiracting Officer

TPS-5737 dsted 20 Nov. 1958 |

g @

Examination. The resulis of the exmminationm,

1. Besults

as 1 % hibit A, are shown below:
Anditor's
Contractor's Costs
' Questioned

mmmw%smmrlﬁa‘g |

2. This contract vas conpleted on 3 September 1950, when
Teeus 2 and 4 were shipped to the customer. However, dus to the
1ag in the contractor's accounting system all costs were not booked
wtil 26 September 1958. In accordance with the Price Redetermi-
aation Article, submission of the cost proposal was required within
sixty (60) days after completion. Accordingly, a copy of the
sentractor's cost proposal dated 13 November 1958 was furnished %o
the Project Anditor on 17 November 1958.

3. Questioned costs stated in par. 1 are briefly deseribed
hereunder, with appropriate reference to attached schedules con-
taining detailed explanatfons:

a. BSehedule 1 - Bubcontracts Hot gywzﬁml;. em
: L by the Con=~

4): The subcontrects listed were nol approved
; Officer, as required by the comtract.

Hot approved

L1l
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“Subjr Report on Price Redstermination Audit, The Perkin-Elmer Corp., |

R Kov 57 to 26 Sep 58 25X1 |

Horwallk, Comn,, |

ﬁmtractor 13 claiuing G&A :E'oz' thia year ccmputed a.t the book rate
Rate acceptablis to the Auditor for contract cost Bas

the ssme as proposed by the contractor to the|

Auditor for fimalization of ecertaln [ | terminetion

25X1A

Bcheﬂuleal amﬁ 2.

4e Although the contractor did not meintain records to support
consumption of direct materials, we were able to eatisfy ocurselves
a8 to the reasonability of quantities procured for modification kits,
spars parts kits and predlictable overhaul parts by reference to the ‘
contract and requirement lists by the Engineering Dept. !
Hecessity of materisls scquired for Unpredictable Overhaul of parts,
totelling $6,680, could mot bs determined although quantities appear
to be reasonable in view of the fact that they are less tham ene (1)
each for the sixteen (16) units being modified, i

5+ The contractor has not yet complied with finsl property
accounting requirements under the Projsct, However, it waz estab-
iished by the suditor that residual inventories do exiet and we
understand that this infermation is now in process of being compilad.
Settlement of this proposal should, therefore, be subject tc the
results of the property asudit,

Findings of the eiTior e e T e rlen
ware discussed on 22 November 1958 with| |, Asat. to
the General Menager. The Contractor's position is as follows:

FOIAB3A

Schedules 1, 2 apd 4t Does not eoncur. Approvals were
not ab‘baimd due to the crash nature of the program and the security |
requirsments,

b. Sghadule 3t Prefers to leave for negotiation.

niracto: : ag g Resu Guring
the course of our audit itms romﬁ that an 1teu of eontraeter—owned
durable test squipment, costing $1,214, hed erroneously been charged

to the contract, We pointed this cut to the contractor as a rasult of
vwhich this amount was credited to contract costs and deleted from the
cost propeosal,

8. Comments on Profitst The contractor has not made a specific
proposal fer profit allowance but is leaving the amount to be determinsd

2
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Subjs Report on Price Hedetermination Audit, The Perkin-Elmer Corp.,
Norwalk, Comn., | 1 Hov 57 to 26 Sep 58

by nsgotiation., Contract price consideration is as follows:
25X1A10 '

Frice 25X1 |

The amount of profit is to be detsrmined by the sxtent to which the
contractor has performed the contract with efficlency, soonomy and
ingenuity,

The Contractor's position ie that the target price was contingent
upon receipt of all trackers from the Govermment by 8 Mareh 1958;
however, the last two {2) trackers wers not received until late April
1958, thue making scheduled delivery impossible and increasing the
cost of the contract. The contractor further states that the work
was stopped twice while walting for the trackars,

Howsver, it is polntsd out that in accordance with article 30,
Govermment-Furnished Froperty, if the property is not delivered to
the contractor by such times necessary to meet delivery or performance
dates, the contractor shal) mske a timely written request to the
Contracting Officer for equitable adjusiment of the delivery or
performance dates or the contract price, or both, as provided for in
article 2; changeas., To our knowledge, this was not done,

In addition, internal correspordence of the contractoer indicated
that 4f the contractor had been zhle to do all of the work at cne
time {and trackers vere available) actual costs would have exceeded
contract targst costs by $3 - §4,000. This sppears to have been
caused by the fact that the contractor greatly underestimated assembly
labor in its target cost proposal, Actual assembly labor exceeds the
tergst amount by approximately 850 hours,

Accordingly, the matter of profit allowance is referred to the
Contracting Officer for appropriste determination.

[ | FOIAB3A
Liaison Officer

Bastern District

Auditor General
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Exhibit A
The Perkin-Elmer Corporation
Borwalk, Comnectient
I | 25X1
Summery of Examination of Costs
Avditor's
Contractort's Costs Ref.
25X1A10

{a)
(2)
(c)

Exglapatory Notegs
(A} See Scheduls 1,
{B] Ses Schedule 2.
{C) Ses Schedules 3 and 4.
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Sehedule 1

The Perkin-Elmer Corporaticn
Forwalk, Comnecticut

SubeonTra ¥ Epproved
Year Ended 31 July 1958

Subcontracts not approved by the Contracting Officer as
required by the Subeontracts article of the scntraet:

Pals 8o,  ...Bubcomtracton For Amoupt
(17217 American Cem Co. ) Purchased finished
18525 Lowry Engineering )} Spare parts (Cams)

12831 Daco Instrument Co. Modification Kits
Total costs quastioned

Sy Botal
Includes $60 for overtimes premium charges incurred
by the Subcontractor not specifically approved,
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Schedule 2
The Perkin.Xlmer Corporation

IJ@&LM

Overtims Fremium
Year Ended 31 July 1958

Overtime premium for which specific approval was not obtained
from the Contracting Officer:

Premium
Bours Apount

Enginesring
Machine Shop
Assembly
Total Costs Guestioned
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Schedule 3
The Perkin-Elmer Corporation

Forwalk, Commecticut
| | 25X1 |

General & Administrative Expense Claimed for Yesr Ended
31 July 1958 In Excess Of Acceptable Rate

25X1A10 Rate Acoeptable Rate Approved G & A
Claimed Rate Differsuce Bage .
25X1A10 55X1A10 |
[ ] 18,08 (4) B [ 25X1
Explanatory Fotes:
{a) Book Negotiated Rate

Pate = Bate __ DRifference

Year ended 31 July 56
25XIA0 ear ended 31 July 57

& rat
25X1A10(1) verage rate difference for two year period

{2) Actusl book rate year ended 31 July 1958
Calculated rate - (2) mimus (1)

Rate Accepted by Auditer w
¥*Rate recently proposed to Air Force Resident

Auditor for finslizstion of 25X1 |

termination claima,
25X1A10

{B) Hanufacturing costs claimed
Less Auditor's Costs Questioned {Schedules 1 & 2)
Approved mamfacturing Costs
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Schedule 4

The Perkin-Flmer Corporation
Horwalk, Connecticut
I
General & idministrative Expense on Direct Costa Questioned
Tear Ended 31 July 1958

Direct Costs
a8 doned Claimed G& A
T S <Amenzk ~sate . Sugstioned

25X1A10
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